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Dear Ms. McGee:
R Eeeet T DA
Enclosed for recordation pursuant to the provisions

of 49 U.S.C. Section 11303 are the original and
counterparts of an Equipment Lease dated as of November 1, 1986,

a primary document as defined in the Commission's Rules for
the Recordation of Documents.

The names and addresses of the parties to the enclosed
document are:

Lessor: Wilmington Trust Company as Trustee under
GATC Trust No. 86-2 .
Rodney Square North
Wilmington, Delaware 19890
Lessee:

General American Transportation
Corporation

120 South Riverside Plaza

Chicago, Illinois 60606

A description of the railroad equipment covered by the
enclosed document is set forth in Schedule A attached hereto
and made a part hereof.

Also enclosed is a check in the amount of $10 payable

to the order of the Interstate Commerce Commission covering
the required recordation fee.
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Ms. Noreta R. McGee

‘Secretary

Interstate Commerce Commission
- November 14, 1986

Page Two

: ' Kindly return the stamped original and counterparts

of the enclosed document to Charles T. Kappler, Esg., Alvord
and Alvord, 918 Sixteenth Street, N.W., Washington, D.C.
20006.

A short summary of the enclosed primary document to
appear in the Commission's Index is:

Equipment Lease dated as of November 1, 1986 between
Wilmington Trust Company, as Trustee, Lessor, and
General American Transportation Corporation, Lessee,
covering Tank Cars and Airslide Cars.

Very truly yours,

et T Alng el

Charles T. Kappler

Enclosures
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DELIVERY ON 11/14/86

DESCRIPTION OF ITEMS OF EQUIPMENT

3

‘farks and Number _ Basic Purchase Total
Numbers of Cars Description Group Price Each Purchase Price
I. TANK CARS
GATX
17548-17549 3 DOT 111A-100-W-1 A $63,576 $190,728
17555 20,000 Gal.
MMP
GATX
57726-57734 11 DOT 111A100-W-1 M 54,129 595,419
57737-57738 14,000 Gal. '
Superphosphoric Acid
GATX
16884-16898 16 DOT 111A100-W-1 A 42,304 676,864
16900 20,000 Gal.
Nitrogen Fertilizer
Solution
GATX
S 22413 42 DOT 111A100-W-1 E 40,278 1,691,676
22416-22417 16,300 Gal.
22422~-22425 50% Caustic Soda
22427-22435
22437-22438
22440, 224472,
22446, 22447,
22450,
22453-22461
22463, 22467,
22469, 22470,
22472-22477
TOTAL TANK CARS 72 $3,154,687
II. AIRSLIDE HOPPER CARS
GACX
56444-56450 7 LO.Airslide L 61,625 431,375
4,900 Cu. Ft.
Corn/Starch
TOTAL FREIGHT
CARS 7 431,375
TOTAL RAIL CARS Tg $3,586,062
SCHEDULE A

{to Equipment Lease)
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INTERSTATE COMMERCE COMMISSION
EQUIPMENT LEASE
| Dated as of November 1, 1986
: Between
WILMINGTON TRUST COMPANY
not in its individual capacity but solely as
trustee under GATC Trust No. 86-2
LESSOR
And
'GENERAL AMERICAN TRANSPORTATION CORPCRATION

| - LESSEE

- (GATC No. 86-=2) . ‘ This Equipment Lease and certain
: - of the sums due and to become
due hereunder have been assigned
to, and are subject to a
security interest in favor of,
Mercantile-Safe Deposit and
Trust Company, as Security
Trustee, pursuant to a Security
Agreement-Trust Deed dated as of
November 1, 1986, from
Wilmington Trust Company as
Trustee under GATC Trust No. 86-

> . :
L - .2, as debtor, to said Security
v Trustee.
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE dated as of November 1, 1986
between WILMINGTON TRUST COMPANY, a Delaware banking corporation,
not individually but solely as Owner Trustee (the "Lessor" or
"Owner Trustee") under the Trust Agreement dated as of November 1,
1986 with Columbia Willamette Leasing, Inc. {(the "Trustor"), and
GENERAL AMERICAN TRANSPORTATION CORPORATION, a New York
corporation (the "Lessee");

RECITALS:

A. The Lessee has heretofore acquired, or has entered
into purchase orders giving it the right to acquire, the Items of
Equipment hereinafter described and certain of such Items have
been delivered to and accepted by the Lessee. The Lessee now
desires to lease rather than own such Equipment, and for such
purpose to enter into this Equipment Lease with the Lessor and
further to enter into various bills of sale providing for the
transfer to the Lessor of title to those Items of Equipment
already delivered to and accepted by the Lessee and will, pursuant
to the terms and provisions of the Participation Agreement refer-
red to in Recital C below, enter into one or more bills of sale
providing for transfer to the Lessor of title to all remaining
Items of Equipment to be delivered and accepted from time to time
hereunder. All such bills of sale are herein referred to as the
"Bills of Sale".

B. The Lessee and the Lessor intend to enter into an
Assignment of Warranties dated as of November 1, 1986 (the
"Assignment of Warranties") providing for the assignment of all
warranties relating to the Equipment from the Lessee to the
Lessor.

C. The Lessee and the Lessor intend to enter into a
Participation Agreement dated as of November 1, 1986 (the
"Participation Agreement") with the Trustor, Mercantile-Safe
Deposit and Trust Company, as security trustee (the "Security
Trustee”), and the institutional investor named in Schedule 2
thereto (the "Note Purchaser") providing for the commitment of the
Note Purchaser which, together with funds provided by the Trustor,
will permit the Lessor to obtain the funds necessary to purchase
the equipment (collectively the "Equipment" and individually an
"Item of Equipment") described in Schedule A hereto and made a
part hereof. The Trustor will commit to advance an amount egqual
to 36.5619% of the Purchase Price of each Item of Equipment and
the Note Purchaser will commit to purchase the 9.7% Secured Notes
(the "Notes") of the Lessor in an amount approximately equal to
*63.4381% of the Purchase Price of each Item of Equipment. Upon
the satisfaction of certain conditions set forth in the
Participation Agreement, the amount of the investment of the
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Trustor may, at the option of the Lessee, be adjusted so that the
Trustor shall have advanced an amount less than or equal to
36.5619%, but not less than 28%, of the Purchase Price of all the
Equipment and the amount of funds advanced by the Note Purchaser
shall be increased by a corresponding amount. It is contemplated
that the Participation Agreement will provide that the Notes will
be secured by an assignment of the Lessor's right, title and
interest in and toc this Lease and any Permitted Subleases (as
hereinafter defined) and in and to the Equipment pursuant to a
Security Agreement-Trust Deed dated as of November 1, 1986 (the
"Security Agreement") from the Lessor to the Security Trustee.
Capitalized terms not otherwise defined herein shall have the
meanings specified in the Participation Agreement.

SECTION 1. LEASE AND DELIVERY OF EQUIPMENT.

1l.1. Intent to Lease. The Lessor shall lease to the
Lessee and the Lessee shall lease from the Lessor all Items of
Equipment which are delivered and accepted pursuant to Section 1.2
hereof, for the rental and on and subject to the terms and condi-
tions herein set forth.

1.2. Inspection and Acceptance. On the First Closing
Date with respect to any Item of Equipment, whether or not any
such Item has heretofore been delivered to and accepted by the
Lessee, the Lessee shall cause an inspector (who may be an
employee of the Lessee) designated and authorized by the Lessee to
inspect the same, and, if such Item of Equipment is found to be in
good order and condition in accordance with the requirements of
Section 1.3 hereof, the Lessee shall accept such Item of Equipment
hereunder by executing and delivering to the Lessor thereof a
Certificate of Acceptance (the "Certificate of Acceptance") in the
form attached hereto as Schedule B with respect to such Item of
Equipment; provided, however, that the Lessee shall not accept and
the Lessor shall have no obligation to lease any Item of Equipment
delivered after November 28, 1986.

1.3. Certificate of Acceptance. The Lessee's execution
and delivery of a Certificate of Acceptance with respect to an
Item of Equipment pursuant to Section 1.2 hereof shall conclu-
sively establish that, as between the Lessor and the Lessee, but
without limiting or otherwise affecting the Lessee's or the
Lessor's rights, if any, against the manufacturer thereof, such
Item of Equipment is acceptable to and accepted by the Lessee
under this Lease, notwithstanding any defect with respect to
design, manufacture, condition or in any other respect, and that
such Item of Equipment is in good order and condition and conforms
to the specifications applicable thereto and to all applicable

-United States Department of Transportation and Interstate Commerce

Commission requirements and specifications, if any, and to all

standards recommended by the Association of American Railroads

o
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applicable to new railroad equipment of the character of the
Equipment as of the date of this Lease. By execution and delivery
of such Certificate of Acceptance, the Lessee represents that it
has no knowledge of any such defect.

SECTION 2. RENTALS AND PAYMENT DATES.

2.1. Rent for Equipment. The Lessee agrees to pay the
following rent for each Item of Equipment:

(a) Fixed Rental. For each Item of Equipment, the
Lessee shall pay to the Lessor 40 semiannual installments
of fixed rental (the "Fixed Rental"), payable in arrears
as set forth in Schedule G;

(b) Supplemental Rent. As supplemental rent here-
under (the "Supplemental Rent"), the Lessee shall pay to
the person entitled to receive the same an amount equal
to all amounts, liabilities and obligations (other than
Fixed Rental) which the Lessee is obligated to pay under
the Operative Agreements to the Lessor or others,
including, without limitation, the Termination Value and
Casualty Value Payments and any Special Supplemental Rent
pursuant to Section 2.1(c); and

(c) Special Supplemental Rent. As special
supplemental rent hereunder with respect to each Item of
Equipment, Lessee shall pay Lessor on demand on or after
January 1, 1987 an amount equal to .017093% of the
Purchase Price of such Item of Equipment for each day
from and including the First Closing Date with respect to
such Item to but not including January 1, 1987.

2.2, Rent Payment Dates. The basic term of this
Lease shall begin on January 1, 1987 (the "Term Lease
Commencement Date"), and shall end on January 1, 2007 (the
"Basic Lease Term"). The first installment of Fixed Rental
for each Item of Equipment shall be due and payable on July 1,
1987 and the balance of said installments shall be payable at
six month intervals thereafter with the final such installment
payable 20 years following the Term Lease Commencement Date.
Each payment of Supplemental Rent shall be due and payable on
the date on which the related fees and expenses are due and
payable. If any of the rent payment dates is not a business
day, the rent payment otherwise payable on such date shall be
payable on the next succeeding business day. For purposes of
this Lease, the term "business day" means calendar days,
excluding Saturdays, Sundays and holidays on which banks in
the States of Illinois, Oregon or Maryland are authorized or
.required to close.




2.3. Place and Manner of Rent Payment. The pay-
ments to be made by the Lessee under this Lease shall be made
as follows:

(a) Each installment of Fixed Rental shall be paid
to the Lessor by wire transfer to the principal office of
the Lessor at the address thereof provided for payments
in Section 22.1 hereof; provided that in the event either
the Lessor or the Security Trustee shall notify the
Lessee in writing that the right to receive payment of
such installment shall have been assigned in accordance
with Section 16 hereof, the Lessee shall make such pay-
ment by wire transfer to the place designated in such
notice or as otherwise designated from time to time in
writing by such assignee; and provided further that in
the event such notice shall direct the Lessee to divide
such installment into not more than two portions and to
pay each portion by wire transfer separately to not more
than two parties, the Lessee agrees to do so;

(b) The entire amount of any payment of Casualty
Value pursuant to Section 11 hereof or Early Termination
Value or Optional Termination Value pursuant to Section
19 hereof shall be paid to the Lessor by wire transfer to
the principal office of the Lessor at the address thereof
provided for payments in Section 22.1 hereof (identifying
the same as a payment of Casualty Value, Early Termina-
tion Value or Optional Termination Value, as the case may
be, relating toc GATC No. 86-2); provided that in the
event either the Lessor or the Security Trustee shall
notify the Lessee in writing that the right to receive
payment of such Casualty Value, Early Termination Value
or Optional Termination Value shall have been assigned in
accordance with Section 16 hereof, the Lessee shall make
such payment by such wire transfer in the manner desig-
nated in such notice or as otherwise designated from time
to time in writing by such assignee;

{(c) The amount of any payment owing to the Lessor
or the Trustor pursuant to Sections 6, 11.1 (with respect
to public liability insurance) and 22.2 hereof shall be
made directly to the party to receive the same without
regard to the assignment of this Lease pursuant to
Section 16 hereof;

{(d) The amount of any interest due in respect of
the late payment of any rentals or other amounts pursuant
to Section 19 hereof shall be paid to the party and in
the manner herein provided to receive said rental or
other amount; and



(e) All payments other than those above specified
shall be made by the Lessee directly to the party to
receive the same unless any such payment has previously
been made by the Lessor or its assignee, in which case
the Lessee shall reimburse the Lessor or its assignee, as
the case may be, direéctly for such payment.

The Lessee agrees that it will cause those payments due hereunder
by wire transfer where specified above to be so wired as soon as
-practicable after the opening of business in Chicago, Illinois on
the due date of such payment of Federal or otherwise immediately
available funds to the party to whom such payment is to be made,
and where not so specified, such payment shall be made by check of
the Lessee drawn on a bank located in the continental United
States and mailed to the party to receive the same at the address
herein provided or at such other address as the Lessee shall have
been previously advised in writing.

2.4. Net Lease; Non-Terminability. This Lease is a net
lease, and it is intended that the Lessee shall pay all costs and
expenses of every character, whether seen or unforeseen, ordinary
or extraordinary or structural or non-structural, in connection
with the use, operation, maintenance, repair and reconstruction of
the Equipment by the Lessee, including the costs and expenses
particularly set forth in this Lease. The Fixed Rental and
Supplemental Rent which the Lessee is obligated to pay shall be
paid without notice or demand and without set-off, counterclaim,
abatement, suspension, deduction or defense. Except as otherwise
expressly provided, this Lease shall not terminate, nor shall the
Lessee have any right to terminate this Lease or be entitled to
abatement, suspension, deferment or reduction of any Rent which
the Lessee 1s obligated to pay hereunder, nor shall the obliga-
tions hereunder of the Lessee be affected, by reason of (A) any
damage to or the destruction or loss of all or any portion of the
Equipment from whatever cause, (B) the loss or theft of any por-
tion of the Equipment, (C) the taking of the Equipment or any
portion thereof by condemnation, confiscation, requisition or
otherwise, (D) the prohibition, limitation or restriction of the
Lessee's use of all or any part of the Equipment, or the interfer-
ence with such use by any Person, (E) the inadequacy or incorrect-
ness of the description of any portion of the Equipment, (F) the
Lessee's acquisition or ownership of all or any part of the
Equipment otherwise than pursuant to an express provision of this
Lease, (G) any defect in compliance with specifications, condi-
tion, merchantability, design, quality, durability, operation or
fitness for use or any purpose of the Equipment or any portion
thereof, (H) any defect in the title to, or the existence of any
liens or rights of others whatsoever with respect to, the
Equipment or any portion thereof, (I) any insolvency, bankruptcy,
reorganization or similar proceedings by or against the Lessee,
(J) any breach, default or misrepresentation by the Owner Trustee,
any Participant or the Security Trustee under this Lease or any of

-l



the documents referred to herein or (K) any invalidity or
unenforceability, in whole or in part, of this Lease or any of the
. documents referred to herein, or any other infirmity herein or
therein, or any lack of power or authority of any party to this
Lease or any such documents to enter into the same, it being the
intention of the parties hereto that the obligations of the Lessee
shall be absolute and unconditional and shall be separate and
independent covenants and agreements and shall continue unaffected
unless and until the covenants have been terminated pursuant to an
express provision of this Lease. The Lessee covenants that it
will remain obligated under this Lease in accordance with its
terms and will take no action to terminate, rescind or avoid this
Lease, notwithstanding any bankruptcy, insolvency, reorganization,
composition, readjustment, liquidation, dissolution, winding-up or
other proceeding affecting the Owner Trustee or the Trustor or any
assignee of the Owner Trustee or the Trustor or any other action
with respect to this Lease which may be taken in any such proceed-
ing by any trustee or receiver of the Owner Trustee or of any
assignee of the Owner Trustee or by any court or any of the fore-
going actions which may be taken by or against any of the Owner
Trustee's predecessors in interest in the Equipment. Except as
expressly provided herein, the Lessee waives all rights now or
hereafter conferred by law (x) to quit, terminate, rescind or
surrender this Lease or the Equipment or any part therecf, or (y)
to any abatement, suspension, deferment, return or reduction of
the Rent. Each payment of Rent by the Lessee to the Owner Trustee
shall be final as between the Lessee and the Owner Trustee for any
reason whatsoever except manifest error.

2.5. Adjustment of Rentals. The installments of Fixed
Rental and the Casualty Value, Early Termination Value and
Optional Termination Value tables attached hereto as Schedules G,
D, E and F), respectively, have been calculated on the assumptions
that:

(i) Items of Equipment having a Purchase Price
equal to the amounts set forth below shall have been or
shall be delivered and accepted and settled for pursuant
to the Participation Agreement on the following dates:

Number of

Delivery and Items of

Closing Date Purchase Price Equipment
November 14, 1986 $3,586,062 79

(ii) No change in any tax law, regulation or tax
rate shall be enacted during the term of the 99th
Congress (other than a minimum tax on tax preferences)
which alters, eliminates or adversely affects any of the
Tax Benefits (as defined in the Tax Indemnification
Agreement) or the tax assumptions referred to in
Section 2 of the Tax Indemnity Agreement;

v



(iii) The Notes bear interest at 9.7% per annum com-
puted on the basis of a 360-day year of twelve 30-day
menths, and payments of principal and interest on the
Notes will be made semiannually;

(iv) The aggregate of all fees and expenses listed
in Section 2.6 of the Participation Agreement equal .5%
of the Purchase Price of the Equipment;

(v) The Note Purchaser has fully funded the amount
and percentage of Purchase Price it is required to fund
on each Closing Date;

(vi) Items of Equipment will be eligible for full
investment tax credit to the Trustor in the same manner
and in the same amounts as originally contemplated by the
Truster in making such calculations and as more particu-
larly set forth in Schedule A hereto; and

(vii) No special supplemental rent will be required
to be paid pursuant to Section 2.1(c) hereof.

If any such assumption shall prove to be incorrect, then the
Trustor acting in good faith shall, prior to the first payment of
Fixed Rental, recompute such installments of Fixed Rental and the
Casualty Value, Early Termination Value and Optional Termination
Value tables higher or lower in order to provide the Trustor with
a return equal to the Trustor's Economic Return; provided, that
such adjustments shall comply with the Guidelines (as hereinafter
defined) and any other published or announced position of the
Internal Revenue Service; and provided, further, that each
installment of Fixed Rental shall be in an amount sufficient to
pay on each installment date the principal of, and interest on,
the Notes due on such date without acceleration, and the Casualty
Value, Early Termination Value and Optional Termination Value as
of any date shall be sufficient to pay the aggregate unpaid prin-
cipal amount of, and interest and premium, if any, on, the Notes
outstanding as of such date. Such recomputation shall be based
upon the assumptions and methods of calculation utilized by the
Trustor in computing the amounts thereof originally set forth in
this Lease and in determining Trustor's Economic Return. On or
before the first payment of Fixed Rental, the Lessor and the
Lessee shall execute and deliver a Lease Supplement, substantially
in the form of Schedule C hereto, reflecting any revisions to the
percentages set forth in Schedule G hereto and to Schedules D, E
and F herecf. The term "Guidelines" as used herein shall mean the
guidelines set forth in Revenue Procedure 75-21, 1975-1 C.B. 715,
as further set forth in Revenue Procedure 75-28, 1975-1 C.B. 752,
.and as modified in Revenue Procedure 76-30, 1976-2 C.B. 647 and
Revenue Procedure 79-48, 1979-2 C.B. 529 that are applied by the
Internal Revenue Service in determining, for advance ruling
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purposes, whether leveraged lease transactions {(other than
transactions which are treated as leases pursuant to

Section 168(f)(8) of the Code) are leases for Federal income tax
purposes.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment
shall begin on the date of the delivery to and acceptance by the
Lessee of such Item of Equipment and, subject to the provisions of
Sections 11, 14 and 19 hereof, shall terminate 20 years following
the Term Lease Commencement Date.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4.1, Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal
title to the Equipment notwithstanding the delivery thereof to and
possession and use thereof by the Lessee or any Sublessee under
any Permitted Sublease.

4.2. Duty to Number and Mark Equipment. The Lessee
will cause each Item of Equipment to be kept numbered with its
identifying number as set forth in Schedule A hereto and will keep
and maintain, plainly, distinctly, permanently and conspicuously
marked by a plate or stencil printed in contrasting color upon
each side of each Item of Equipment in letters not less than one
inch in height as follows:

"TITLE TO THIS CAR IS VESTED IN A TRUSTEE
UNDER AN EQUIPMENT TRUST AGREEMENT RECORDED
UNDER SECTION 11303 (FORMERLY 20C) OF THE
INTERSTATE COMMERCE ACT OR VESTED IN ANOTHER
PERSON OR ENTITY AND SO RECORDED."

with appropriate changes thereof and additions thereto as from
time to time may be required by law in order to protect the title
of the Lessor to such Item of Equipment, its rights under this
Lease and the rights of any assignee under Section 16 hereof. The
Lessee will replace promptly any such names and word or words
which may be removed, obliterated, defaced or destroyed. The
Lessee will not change the identifying number of any Item of
Equipment unless and until (i) a statement of new identifying
numbers to be substituted therefor shall have been delivered to
the Lessor, the Trustor and the Security Trustee by the Lessee and
filed, recorded or deposited in all public offices where this
Lease shall have been filed, recorded or deposited and (il) the
Lessee shall have furnished the Security Trustee, the Trustor and
the Lessor an opinion of counsel to the effect that such statement
has been so filed, recorded and deposited, such filing,
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recordation and deposit will protect the Security Trustee's and
the Lessor's interests in such Equipment and no filing, recording,
deposit or giving of notice with or to any other federal, state or
local government or agency thereof is necessary to protect the
interests of the Security Trustee and the Lessor in such Equipment
while operating in any jurisdiction wherein the Security Agreement
or any instrument in respect thereof has been or is required to be
filed, registered, deposited or recorded as provided in the
Security Agreement. The Lessor agrees to execute all amendments
hereto necessary to accomplish such filings, recordings and
deposits.

4.3. Prohibition Against Certain Designations. Except
as above provided, the Lessee will not allow the name of any per-
son, association or corporation to be placed on the Equipment as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may cause the Equipment to be
lettered with the names or initials or other insignia customarily
used by the Lessee or its affiliates or any sublessees under
Permitted Subleases on railroad equipment used by any of them of
the same or a similar type for convenience of identification of
the right of the Lessee to use the Equipment under this Lease or
of any sublessee to use the Equipment under any Permitted
Sublease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSEE ACKNOWLEDGES AND AGREES THAT (i) EACH ITEM OF
EQUIPMENT IS OF A SIZE, DESIGN, CAPACITY AND MANUFACTURE SELECTED
BY AND ACCEPTABLE TO THE LESSEE, (ii) THE LESSEE IS SATISFIED THAT
EACH ITEM OF EQUIPMENT IS SUITABLE FOR ITS PURPOSES, (iii) THE
OWNER TRUSTEE IS NOT A MANUFACTURER OR A DEALER IN PROPERTY OF
SUCH KIND, (iv) EACH ITEM OF EQUIPMENT IS LEASED HEREUNDER SUBJECT
TO ALL APPLICABLE LAWS AND GOVERNMENTAL REGULATIONS NOW IN EFFECT
OR HEREAFTER ADOPTED AND IN THE STATE AND CONDITION OF EVERY PART
THEREOF WHEN THE SAME FIRST BECAME SUBJECT TO THIS LEASE, WITHOUT
REPRESENTATION OR WARRANTY OF ANY KIND BY THE OWNER TRUSTEE, AND
(v) AS BETWEEN THE OWNER TRUSTEE AND THE LESSEE, THE OWNER TRUSTEE
AND EACH PARTICIPANT EXPRESSLY DISCLAIM ANY WARRANTY, EXPRESS OR
IMPLIED, AS TO (A) THE TITLE, CONDITION, FITNESS FOR USE FOR A
PARTICULAR PURPOSE, DESIGN, OPERATION OR MERCHANTABILITY THEREOF,
(B) THE ABSENCE OF LATENT OR OTHER DEFECTS WHETHER OR NOT DISCERN-
IBLE, (C) THE ABSENCE OF AN INFRINGEMENT OF ANY PATENT, TRADEMARK
OR COPYRIGHT, (D) THE ABSENCE OF ANY OBLIGATION BASED ON STRICT
LIABILITY IN TORT, (E) THE OWNER TRUSTEE'S TITLE THERETO, (F) THE
LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF (EXCEPT THAT THE
OWNER TRUSTEE AGREES NOT TO WRONGFULLY INTERFERE WITH THE LESSEE'S
QUIET ENJOYMENT THEREOF), OR (G) ANY OTHER MATTER WHATSOEVER, IT
-.BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE OWNER TRUSTEE AND
THE LESSEE, ARE TO BE BORNE BY THE LESSEE. THE PROVISIONS OF THIS
SECTION 5 HAVE BEEN NEGOTIATED BY THE OWNER TRUSTEE AND LESSEE AND
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ARE INTENDED TO BE A COMPLETE EXCLUSION AND NEGATION OF ANY REPRE-
SENTATIONS OR WARRANTIES OF THE OWNER TRUSTEE, EXPRESS OR IMPLIED,
WITH RESPECT TO EACH ITEM OF EQUIPMENT, THAT MAY ARISE PURSUANT TO
ANY LAWS NOW OR HEREAFTER IN EFFECT, OR OTHERWISE; PROVIDED,
HOWEVER, THAT THE FOREGOING SHALL NOT LIMIT OR OTHERWISE NEGATE
THE REPRESENTATIONS AND WARRANTIES OF THE OWNER TRUSTEE IN
SECTIONS 3.1, 3.3(A) AND 3.3(E) OF THE PARTICIPATION AGREEMENT.
The Lessor hereby appoints and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to assert and
-enforce, from time to time, in the name and for the account of the
Lessor and the Lessee, as their interests may appear, but in all
cases at the sole cost and expense of the Lessee, whatever claims
and rights the Lessor may have as owner of the Equipment against
the manufacturer thereof, provided, however, that if at any time
an Event of Default shall have occurred and be continuing, the
Lessor may assert and enforce, at the Lessee's sole cost and
expense, such claims and rights. The Lessor shall have no
responsibility or liability to the Lessee or any other person with
respect to any of the following: (i) any liability, loss or
damage caused or alleged to be caused directly or indirectly by
any Item of Equipment or by any inadequacy thereof or deficiency
or defect therein or by any other circumstances in connection
therewith; (ii) the use, operation or performance of any Item of
Equipment or any risks relating thereto; (iii) any interruption of
service, loss of business or anticipated profits or consequential
damages; or (iv) the delivery, operation, servicing, maintenance,
repair, improvement or replacement of any Item of Equipment. The
Lessee's delivery of a Certificate of Acceptance shall be
conclusive evidence as between the Lessee and the Lessor that all
Items of Equipment described therein are in all the foregoing
respects satisfactory to the Lessee, and the Lessee will not
assert any claim of any nature whatsoever against the Lessor based
on any of the foregoing matters.

SECTION 6. LESSEE'S INDEMNITY.

The Lessee shall defend, indemnify and save harmless the
Lessor and any assignee of the Lessor pursuant to Section 16
hereof (including, without limitation, the Security Trustee and
the Note Purchaser) and their respective successors and assigns as
set forth in Section 7 of the Participation Agreement.

SECTION 7. REPLACEMENTS, ALTERATIONS, MODIFICATIONS AND
ADDITIONS.

7.1. Replacements. The Lessee shall bear the risk of
damage, loss, theft or destruction, partial or complete, of the
Items of Equipment from whatsoever source arising (whether or not
any insurance proceeds are payable in respect of, or are
sufficient to cover, such damage, loss, theft or destruction) and
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any and all replacements, repairs or substitutions of parts of the
Items of Equipment shall be at the cost and expense of the Lessee
and shall constitute accessions thereto and title thereto shall
vest and remain in the Lessor. The Lessee, at its own cost and
expense, will within a reasonable time replace all appliances,
parts, instruments, appurtenances, accessories or other equipment
of whatever nature which may from time to time be a part of or
installed on or attached to the Items of Equipment and which may
from time to time become worn out, lost, stolen, destroyed,
seized, confiscated, damaged beyond repair or permanently rendered
unfit for use for any reason whatsoever. All such replacement
appliances, parts, instruments, appurtenances, accessories,
furnishings and other equipment shall be free and clear of all
liens, encumbrances and rights of others and shall be in as good
operating conditions as, and shall have a value and utility at
least equal to the property replaced if such property were in the
condition and repair required to be maintained by the terms
hereof. All such replacement property shall become the property
of the Owner Trustee and shall immediately become subject to this
Lease and shall be deemed part of the Equipment for all purposes
hereof to the same extent as the property originally comprising,
or installed on, the Equipment; but the property replaced thereby
shall no longer be the property of the Owner Trustee and all
right, title and interest of the Owner Trustee therein shall pass
to the Lessee.

7.2. Alterations, Modifications and Additions. Lessee,
at its own expense, will make (or cause to be made) such altera-
tions and modifications in and additions to the Equipment as may
be required from time to time to meet the applicable standards of
the Association of American Railroads or the Department of
Transportation or any other governmental agency having jurisdic-
tion over the Equipment or any Item thereof in order to comply
with Section 8 hereof. 1In addition, Lessee, at its own expense,
may from time to time make such alterations and modifications in
and additions to the Equipment as Lessee may deem desirable in the
proper conduct of its business; provided that no such alteration,
modification or addition shall diminish the value or utility of
the Equipment, or impair the condition thereof, below the value,
utility or condition thereof immediately prior to such alteration,
modification or addition assuming the Equipment was then of the
value and utility and in the condition required to be maintained
by the terms of this Lease Agreement. Title to all parts
incorporated or installed in or attached or added to an Item of
Equipment as the result of such alteration, modification or
addition shall, without further act, vest in Owner Trustee.
Notwithstanding the foregoing sentence, Lessee may, at any time
during the Term, so long as no Event of Default or event which
with the passage of time or notice, or both, would constitute an
-Event of Default shall have occurred and be continuing, remove or
suffer to be removed any part, provided that such part (i) is in
addition to, and not in replacement of or substitution for (x) any
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part originally incorporated or installed in or attached to an
Item of Equipment, or (y) any part in replacement of or substitu-
tion for any such part, (il) is not required to be incorporated or
installed in or attached or added to an Item of Equipment pursuant
to the terms of this Section 7 or Section 8, and (iii) can be
removed from the Item of Equipment without resulting in material
damage thereto and without diminishing or impairing the value,
utility or condition which the Item of Equipment would have had at
such time had such alteration, modification or addition not occur-
red, assuming the Item of Equipment was then of the wvalue and
utility and in the condition required to be maintained by the
terms of this Lease Agreement. Upon the removal by Lessee of any
part as provided above, title thereto shall, without further act,
vest in Lessee and such part shall no longer be deemed part of the
Item of Equipment from which it was removed. Any part not removed
by Lessee (or any Sublessee) as above provided prior to the return
of the Equipment to Owner Trustee hereunder shall remain the
property of Owner Trustee.

SECTION 8. MAINTENANCE; USE.

8.1. Maintenance and Servicing. The Lessee, at its own
cost and expense, shall: (1) service, repair, maintain, test and
overhaul each Item of Equipment so as to keep such Item of
Equipment in as good operating condition as and when delivered to
the Lessee hereunder, ordinary wear and tear excepted, and so as
to comply with each of the following standards:

(a) to keep such Equipment in compliance with
all governmental laws, regulations requirements and
rules limiting, without limitation, the rules of the
United States Department of Transportation, the
Interstate Commerce Commission and the current
Interchange Rules or supplements thereto of the
Mechanical Division, Association of American
Railroads as the same, may be in effect from time to
time (the "Interchange Rules") with respect toc the
use and maintenance of each Item of Equipment subject
to this Lease;

(b) to keep the Equipment maintained and
improved in conformity with any manufacturer's ser-
vice bulletins, manuals or instruments; and

(c) to keep the Equipment maintained in at
least the same manner and with the same care as used
by Lessee with similar Equipment owned by or operated
for or by Lessee;
(ii) maintain all records, logs and other materials required by
the Association of American Railroads or the Department of
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Transportation, or any other governmental authority having
jurisdiction over any Item of Equipment or the Lessee, to be
maintained in respect of each Item of Equipment; and (iii)
properly furnish to the Owner Trustee such information as may be
required to be filed with any governmental authority because of
the Owner Trustee's interest in any Item of Equipment.

8.2. Operation of Equipment. The Lessee agrees with
respect to each Item of Equipment to use or cause to be used such
Item of Equipment in compliance with each applicable law, treaty
or statute or any rule, regulation or order of any government or .
governmental authority having jurisdiction (domestic or foreign),
including, without limitation the Interchange Rules, and not to
violate any certificate, license or registration relating to any
Item of Equipment issued by any such authority, or to use such
Item of Equipment contrary to any manufacturer's operating manual,
instruction or service bulletins relating to such Item of
Equipment; provided, however, that the Lessee shall not be deemed
in default of its obligations under this Section 8.2 in the event
that the application or enforcement of any such treaty, statute, -
rule, regulation or order, or violation of such certificate,
license or registration, (i) has been waived by the governmental
authority having jurisdiction, or (ii) is being contested in good
faith by or on behalf of the Lessee in an appropriate proceeding
which has the practical effect of staying such application or
enforcement.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and
all claims against, through or under the Lessee and its successors
or assigns which, if unpaid, might constitute or become a lien or
a charge upon any Item of Equipment, and any liens or charges
which may be levied against or imposed upon any Item of Equipment
as a result of the failure of the Lessee to perform or observe any
of its covenants or agreements under this Lease and any other
liens or charges which arise by virtue of claims against, through
or under any other party other than the Lessor and the Trustor,
which are unrelated to the transactions contemplated by the
Operative Agreements, but the Lessee shall not be required to pay
or discharge any such claims so long as it shall, in good faith
and by appropriate legal proceedings contest the validity thereof
in any reasonable manner which will not affect or endanger the
title and interest of the Lessor or the security interest or other
rights of any assignee under Section 16 hereof in and to the
Equipment. The Lessee's obligations under this Section 9 shall
survive the termination of this Lease.
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SECTION 10. FILING.

Prior to the delivery and acceptance of the first Item
of Equipment hereunder, the Lessee will cause this Lease and the
Security Agreement to be duly filed, registered or recorded with
the Interstate Commerce Commission in accordance with Section
11303 of the Interstate Commerce Act and in such other places
within or without the United States as the Lessor or the Security
Trustee may reasonably request and will furnish the Lessor and the
Security Trustee proof thereof. The Lessee will, from time to
time, do and perform any other act and will execute, acknowledge,
deliver, file, register and record (and will refile, reregister or
rerecord whenever required) any and all further instruments
required by law or reasonably requested by the Lessor or the
Security Trustee (including, without limitation, all such acts
required pursuant to Sections 6.10 and 6.11 of the Security
Agreement), for the purpose of protecting the Lessor's title to,
or the Security Trustee's security interest in, any Item of
Equipment to the satisfaction of the Lessor or the Security
Trustee or their respective counsel or for the purpose of carrying
out the intentions of this Lease, and in connection with any such
action, will deliver to the Lessor and the Security Trustee proof
of such filings and an opinion of the Lessee's counsel reasonably
satisfactory to the Lessor and the Security Trustee that such
action has been properly taken. The Lessee will pay all costs,
charges and expenses incident to any such filing, refiling,
recording and rerecording or depositing and redepositing of any
such instruments or incident to the taking of such action.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

11.1. (a) General Public Liability and Property Damage
Liability Insurance. At all times during the Lease term, the
Lessee will carry, at its own expense, third party general
liability insurance against bodily injury, death and property
damage, including, without limitation, contractual liability and
products liability insurance arising out of the use or operation
of the Equipment during the Lease term in an amount not less than
the amount of such insurance as is applicable from time to time to
similar equipment which may at any time during the Lease term
comprise the Lessee's rail car fleet, but in no event less than
$50,000,000 for any one accident, or series of accidents arising
ocut of any one event, with respect to the Equipment (including
parts from time to time affixed or appurtenant to such Eguipment
and not belonging to the Lessor or the Lessee). The Lessee shall
be required to increase its liability limit in excess of said
$50,000,000 if at any time such increase is commercially
reasonable and available at a commercially reascnable price. Any
such liability insurance policy may be subject to a deductible in
an amount not to exceed $2,500,000. Each liability policy (1)
shall be primary without right of contribution from any other
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insurance which is carried by the Trustor, the Lessor or the
Security Trustee, and (2) shall expressly provide at all of the
provisions thereof, except the limits of liability, shall operate
in the same manner as if there were a separate policy covering
each insured.

The Lessee shall be deemed to be in compliance with the
liability insurance provisions of this Section 11.1 so long as the

. liability insurance carried by or on behalf of the Lessee

hereunder otherwise complying with the provisions of this

Section 1l.1 names the Trustor, the Lessor and the Security
Trustee as insureds (whether or not the Lessee is also named as an
insured thereunder).

If at the end of any fiscal year the Lessee's net worth,
based on its annual audit, is less than $250,000,000, the Lessee
shall give the Lessor notice thereof on or before March 31 of the
following year, and the Lessee shall thereafter increase its
liability coverage over $50,000,000 by one-half times the amount
by which such net worth is below $250,000,000. If the Lessee does
not obtain the additional liability insurance coverage required in
the preceding sentence by April 30 of such following year, and the
Lessor thereafter as a result of such failure gives notice of such
default under Section 14.1 hereof or elects to exercise remedies
as a result thereof under Section 14.2 hereof, then the Lessee
shall have the option either (x) to exercise the early termination
provisions set forth in Section 19.4 of this Lease, or (y) to-
obtain the guarantee of the general indemnity obligations of the
Lessee under Section 7(b) of the Participation Agreement in favor
of the Indemnified Parties from an affiliate of the Lessee;
provided that such guaranty shall be in form and substance
satisfactory to the Lessor and that the aggregate net worth of
such affiliate and the Lessee shall be in excess of
$250,000,000. The Lessor shall be deemed to have waived the
requirement in the first sentence of this paragraph until it has
given the Lessee the notice or made the election required by this
paragraph.

(b) Insurance Against Loss or Damage to the

'Eguigment. At all times during the Lease term, the Lessee shall

maintain in effect, at its own expense, "all-risks" property
insurance covering all Items of Equipment; provided, that such
insurance shall at all times while this Lease is in effect be for
an amount not less than $5,000,000 per accident, based upon AAR
values. Each such policy (1) shall be primary without right of
contribution from any other insurance which is carried by the
Trustor, the Lessor or the Security Trustee, and (2) shall
expressly provide that all of the provisions thereof, except the
limits of liability, shall operate in the same manner as if there
were a separate policy covering each insured. Lessee may self-
insure, by way of deductible or premium adjustment provisions in
insurance policies the risks required to be insured against in
this Section 11(b) in an amount equal to $500,000.
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{c) General Provisions. All insurance carried in
accordance with this Section 11.1 shall be placed with insurers of
recognized reputation and responsibility reasonably satisfactory
to the Lessor and the Security Trustee, shall be in full force and
effect throughout any geographical areas at any time traversed by
any Item of Equipment, shall be payable in dollars in the United
States and in any event shall be in an amount customary for
Persons similarly situated to the Lessee and of a type usually
carried by Persons engaged in the same or similar business,
similarly situated with the Lessee and owning or operating similar
equipment, and which cover risks of the kind customarily insured
by such Persons. Any policies carried in accordance with this
Section 11.1 and any policies taken out in substitution or
replacement for any such policies: (i) shall name the Trustor, the
Lessor (individually and as trustee), as owner of such Equipment,
and the Security Trustee, as additional insureds as their
respective interests may appear; (ii) shall be made payable, in
the case of policies covering loss or damage to the Equipment, to
the Security Trustee as long as any Note is outstanding, and
thereafter to the Lessor, except that such policies may provide
that payment for any loss or damage not exceeding $500,000 in
aggregate per occurrence may be paid solely to the Lessee provided
no Event of Default or event which with the passage of time or
notice, or both, would constitute an Event of Default has occurred
and is continuing, which amount the Lessee shall hold in trust for
purposes of completing repairs required hereunder; (iii) shall
provide that if such insurance is cancelled or materially changed
for any reason whatsocever, or is allowed to lapse for non-payment
of premium, such cancellation, change or lapse shall not be
effective as to the Trustor, the Lessor or the Security Trustee
for thirty (30) days after receipt by the Trustor, the Lessor and
the Security Trustee of written notice by such insurers of such
cancellation or lapse or of any material change in policy terms
and conditions: (iv) shall provide, in the case of policies
covering loss or damage to the Equipment, that losses shall be
adjusted with the Lessee, subject to the approval of the Lessor
and the Security Trustee if the insured loss from any one
occurrence equals or exceeds $500,000; (v) shall provide that in
respect of the interest of the Trustor, the Lessor and the
Security Trustee in such policies the insurance shall not be
invalidated by any action or inaction of the Lessee or any other
Person (other than the Trustor, the Lessor or the Security
Trustee, as the case may be, and then only as against such Person)
and shall insure the Trustor, the Lessor and the Security Trustee
regardless of any breach or violation of any warranties,
declarations or conditions contained in such policies by the
Lessee or any other Person (other than by the Trustor, the Lessor
or the Security Trustee, as the case may be, and then only as
against such Person); {vi) shall provide that the Lessor, Trustor,
the Note Purchaser and the Security Trustee shall have no
obligation or liability for premiums in connection with such
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insurance and (vii) shall waive any right of subrogation of the
insurers against the Lessor, the Trustor, the Note Purchasers and
the Security Trustee, and except for salvage rights (with respect
to policies covering loss or damage to the Equipment), shall waive
the right of the insurers to set-off, to counter claim or to any
other deduction, whether by attachment or otherwise, in respect of
any liability of any of the foregoing named parties to the extent
of any moneys due to any of such parties.

(d) Application of Proceeds. As between the Lessor and
the Lessee, it is agreed that all insurance proceeds under
policies required hereby received as the result of a Casualty
Occurrence with respect to any Item of Equipment shall be paid to
the order of the Lessee; provided, the Lessee shall have fully
performed the terms of Section 11.3 with respect to the Casualty
Occurrence for which such proceeds are paid and no Event of
Default or event which with the passage of time or notice, or
both, would constitute an Event of Default exists hereunder.  The
proceeds of any insurance received by the Lessor or the Security
Trustee on account of or for any loss not constituting a Casualty
Occurrence with respect to any Item of Equipment shall be released
to the Lessee upon an Officers' Certificate of the Lessee applying
for the payment of, or to reimburse the Lessee for the payment of,
the costs of repairs and replacement parts (which Officers'
Certificate shall be accompanied by satisfactory evidence of such-
cost and evidence of good title to such replacement parts in the
Lessor and a statement (i) that such repairs have been completed,
and (ii) that there is no Default or Event of Default) and any
balance remaining shall be paid to the Lessee; provided, that if
the Lessee is at the time of such application or payment in
default in the payment of any other liability of the Lessee to the
Lessor hereunder, such proceeds shall be applied against such
liability. The proceeds of any public liability insurance shall
be paid directly to the insured entitled thereto.

(e) Reports, Etc. On each Closing Date and on each
October 1 thereafter the Lessee will furnish to the Trustor, the
Lessor and the Security Trustee a report from the Lessee's
insurance broker describing in reasonable detail the insurance
then carried and maintained on the Equipment, certifying that such
insurance complies with the terms of this Section 11.1. The
Lessee will advise the Trustor, the Lessor and the Security
Trustee in writing promptly of any default in the payment of any
premium and of any other act or omission on the part of the Lessee
which might invalidate or render unenforceable, in whole or in
part, any insurance carried and maintained on the Equipment
pursuant to this Section 11.1. 1In the event that the Lessee shall
fail to maintain insurance as herein provided, the Lessor may at
its sole option provide such insurance and, in such event, the
Lessee shall thereupon reimburse the Lessor, as Supplemental Rent,
for the cost thereof; provided, that no exercise by the Lessor of
such option shall affect the provisions of this Lease, including
the provisions that failure by the Lessee to maintain the
prescribed insurance shall constitute an Event of Default.
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Nothing in this Section 11.1 shall be deemed to obligate the
Lessor or any Participant to verify the existence or adequacy of
any insurance or require the Lessor or Trustor to maintain any
insurance.

(£) Insurance for Own Account. Nothing in this
Section 11.1 shall prohibit the Lessor or the Trustor from
obtaining insurance for its own account and any proceeds payable
thereunder shall be payable as provided in the insurance policy
relating thereto; provided, that no such insurance may be obtained
which would limit or otherwise adversely affect the coverage of
any insurance required to be obtained or maintained by the Lessee
pursuant to this Section 11.1, it being understood that all
salvage rights to the Equipment shall remain with the Lessee's
insurers at all times.

(g) Certain Rights of the Lessee. In the event that
(i) the Lessee is unable to obtain the liability insurance
required by Section 1l.1(a) on commercially reasonable terms, as
evidenced by a letter from an independent insurance broker to that
effect and (ii) the Lessor is unwilling to waive such default,
then so long as such default is continuing the Lessor agrees (x)
to give the Lessee not less than 5 days notice prior to obtaining
insurance on behalf of the Lessee under Section 1l.1l(e) above
without having the Lessee's prior agreement to the terms of such
insurance, and (y) that provided notice of Lessee's inability to
obtain such insurance was given promptly to the Lessor, no Event
of Default pursuant to Section 14.1(h) hereof shall occur as a
result thereof unless such default continues for 5 days after
written notice from the Lessor to the Lessee demanding that such
default be remedied. Upon receipt of such a notice from the
Lessor under the preceding sentence, the Lessee shall have the
option for a period of 5 days thereafter upon notice to the Lessor
to elect to purchase the Equipment and assume the Notes in
accordance with the provisions of Section 19.4 hereof.

11.2. Duty of Lessee to Notify Lessor. In the event
that any Item of Equipment shall be or become .lost, stolen,
destroyed, or, in the opinion of the Lessee, irreparably damaged
during the term of this Lease or thereafter while such Item of
Equipment is in the possession of the Lessee pursuant to Section
13 or 15 hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent domain or other-
wise during the term of this Lease for a stated period which, in
the case of a taking by the United States, exceeds the then
remaining term of this Lease and in all other cases exceeds 180
days (any such occurrence being hereinafter called a "Casualty
Occurrence" and the taking of any Item of Equipment which is
requisitioned or taken over by any governmental authority under
the power of eminent domain is hereinafter called a "Governmental
Taking"), the Lessee shall promptly and fully (after it has
knowledge of such Casualty Occurrence) inform the Lessor, the
Trustor and any assignee of the Lessor pursuant to Section 16
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hereof (including, without limitation, the Security Trustee and
the Note Purchaser) in regard thereto and shall pay the Casualty
Value (as defined in Section 11.6 hereof) of such Item in
accordance with the terms of Section 11.3 hereof.

11.3. Sum Payable for Casualty Loss. The Lessee, on
the next succeeding rent payment date following its notice of a
Casualty Occurrence with respect to any Item or Items of
Equipment, or within 30 days after such notice in respect of any
Casualty Occurrence after the expiration of the term of this Lease
while such Item of Equipment is in the possession of the Lessee
pursuant to Section 13 or 15 hereof, shall pay to the Lessor the
Fixed Rental installment, if any, due on such payment date for
such Item of Equipment plus any rentals or other sums due on or
prior to such date then remaining unpaid plus a sum equal to the
Casualty Value of such Item of Equipment as of the date of such
payment.

11.4. Rent Termination. Upon (and not until) payment
of all sums required to be paid pursuant to Section 11.3 hereof in
respect of any Item or Items of Equipment, the obligation to pay
Fixed Rental for such Item or Items of Equipment accruing subse-
quent to the Casualty Value payment date shall terminate, but the
Lessee shall continue to pay rent for all other Items of
Equipment, but nothing in this Section 11.4 shall relieve the
Lessee of its obligations to make payments pursuant to the Tax
Indemnity Agreement as a result of a Casualty Occurrence.

11.5. Disposition of Equipment. The Lessee shall, as
agent for the Lessor, dispose of such Item or Items of Equipment
having suffered a Casualty Occurrence as soon as it is able to do
so for the fair market value thereof. Any such disposition shall
be on an "as-is", "where-is" basis without representation or war-
ranty, express or implied. As to each separate Item of Equipment
so disposed of, so long as no Event of Default, or any event which
with the lapse of time or the giving of notice, or both, would
constitute such an Event of Default shall have occurred and be
continuing, the Lessee may retain all amounts arising from such
disposition plus any insurance proceeds and damages received by
the Lessee by reason of such Casualty Occurrence up to the amount
of the Casualty Value attributable thereto which the Lessee has
previocusly paid to the Lessor pursuant to Section 11.3 hereof and
(x) in the case of a Casualty Occurrence other than a Governmental
Taking, the excess, if any, of such amounts over such Casualty
Value shall be paid to the Lessee and (y) in the case of a
Casualty Occurrence which is a Governmental Taking, the excess, if
any, of such amount over such Casualty Value shall be paid to the
Lessor. 1In disposing of such Item of Equipment, the Lessee shall
take such action as the Lessor shall reasonably request to
terminate any contingent liability which the Lessor might have
arising after such disposition from or connected with such Item of
Equipment.
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11.6. Casualty Value. The Casualty Value of each Item
of Equipment shall be an amount determined as of the date the
Casualty Value is paid as provided in this Section 11 (and not the
date of the Casualty Occurrence) equal to that percentage of the
Purchase Price (as defined in the Participation Agreement) of such
Item of Equipment set forth in the Schedule of Casualty Value
attached hereto as Schedule D-1, in the case of a Casualty
Occurrence in respect of any tank car, or D-2, in the case of a
Casualty Occurrence in respect of any airslide hopper car, oppo-
site such date of payment.

11.7. Risk of Loss. The Lessee shall bear the risk of
loss and, except as hereinabove in this Section 11 provided, shall
not be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the
date hereof and continuing until payment of the Casualty Value and
all rental installments and other sums due hereunder and under the
other Operative Agreements on and prior to the date of payment of
such Casualty Value in respect of such Item of Equipment has been
made, such Item or the salvage thereof has been disposed of by the
Lessee and the title to such Item or the salvage thereof and all
risk of loss and liabilities incident to ownership have been
transferred to the purchaser of such Item or the salvage thereof.

11.8. Eminent Domain. 1In the event that during the
term of this Lease the use of any Item of Equipment is requisi-
tioned or taken by any governmental authority under the power of
eminent domain or otherwise which does not constitute a
Governmental Taking, the Lessee's obligation to pay all
installments of rental and other sums shall continue for the
duration of such requisitioning or taking. So long as no Event of
Default, or event which with the lapse of time or giving of
notice, or both, shall have occurred and be continuing, the Lessee
shall be entitled to receive and retain for its own account all
sums payable for any such period by such governmental authority as
compensation for requisition or taking of possession.

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish. On or before May 1,
1987 and on each May 1 thereafter during the term of this Lease,
the Lessee will furnish to the Lessor, the Trustor and any
assignee of the Lessor pursuant to Section 16 hereof (including,
without limitation, the Security Trustee and the Note Purchaser)
an accurate statement, as of the preceding December 31 (a) showing
the amount, description and numbers of the Items of Equipment then
leased hereunder, the amount, description and numbers of all Items
of Equipment that may have suffered a Casualty Occurrence during
the 12 months ending on such December 31 (or since the date of .
this Lease, in the case of the first such statement), and such
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other information regarding the condition or repair of the Equip-
ment as the Lessor may reasonably request, and (b) stating that,
in the case of all Equipment repainted during the period covered
by such statement, the markings required by Section 4.2 hereof
shall have been preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor, the
Trustor and any assignee of the Lessor pursuant to Section 16
hereof (including, without limitation, the Security Trustee and
the Note Purchaser) each shall have the right, at their respective
sole cost and expense, by their respective authorized representa-
tive, to inspect the Equipment and the Lessee's records with
respect thereto, at such time as shall be reasonably necessary to
confirm thereto the existence and proper maintenance of the
Equipment during the continuance of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Lease with
respect to any Item of Equipment, the Lessee will, at its own cost
and expense, at the request of the Lessor, deliver possession of
such Item of Equipment to the Lessor upon such storage tracks of
the Lessee as the Lessee may select, and permit the Lessor to
store such Item of Equipment on such tracks for a period not
exceeding 90 days and transport the same at any time within such
90-day period to any place within the continental United States on
any railroad lines or to any connecting carrier for shipment, all
as directed by the Lessor upon not less than 15 days' written
notice to the Lessee. All movement and storage of each such Item
is to be at the risk and expense of the Lessee, and the Lessee
agrees to maintain the insurance on such item required by Section
11.1 hereof during such storage period. During any such storage
period the Lessee will permit the Lessor or any person designated
by it, including the authorized representative or representatives
of any prospective purchaser of any such Item, to inspect the
same; provided, however, that the Lessee shall not be liable,
except in the case of negligence of the Lessee or of its employees
or agents, for any injury to, or the death of, any person exercis-
ing, either on behalf of the Lessor or any prospective purchaser,
the rights of inspection granted under this sentence. All amounts
earned in respect of the Equipment after the date of expiration of
this Lease, but not exceeding the rental, per diem, or other sim-
ilar charge for equipment received therefor, shall belong to the
Lessor and, if received by the Lessee, shall be promptly turned
over to the Lessor. In the event any Item of Equipment is not
assembled, delivered and stored as hereinabove provided, upon the
expiration of this Lease, the Lessee shall, in addition, pay to
the Lessor for each day from and after the expiration date of the
Lease an amount equal to the amount, if any, by which the higher
of (i) an amount equal to the daily equivalent of the rental in
effect immediately prior to the expiration of the Lease for such
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Item of Equipment, or (ii) the Fair Rental Value (determined in
the manner provided in Section 18.3 hereof) for such Item for each
such day exceeds the amount, if any, received by the Lessor
(either directly or from the Lessee) for such day for such Item
pursuant to the preceding sentence. Each Item returned to the
Lessor pursuant to this Section 13 shall (i) be in the same oper-
ating order, repair and condition as when originally delivered to
the Lessee, ordinary wear and tear expected, (ii) meet the stand-
ards then in effect for railrcad equipment of the same type and
age as the Equipment under the Interchange Rules and/or the appli-
cable rules of any governmental agency or other organization with
jurisdiction, (iii) have been maintained in accordance with provi-
sions of Section 8 hereof and (iv) have attached or affixed
thereto any special device considered an accession thereto as
provided in Section 7 or 8 hereof and have removed therefrom any
such device not so considered an accession. During any such stor-
age period the Lessee, at its expense, shall maintain the
Equipment in such manner as the Lessee normally maintains similar
units of railrcad equipment owned or leased by it in similar stor-
age circumstances, which maintenance shall in no event be to a
standard lower than that required by industry standards. The
assembling, delivery, storage and transporting of the Equipment as
hereinbefore provided are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the
premises the Lessor shall be entitled to a decree against the
Lessee requiring specific performance of the covenants of the
Lessee to so assemble, deliver, store and transport the Equipment.

SECTION 14. DEFAULT.

14,1. Events of Default. Any of the following events
shall constitute an Event of Default hereunder: '

(a) Default shall be made in the payment of any
part of the rental (including Supplemental Rent),
Casualty Value, Early Termination Value, Optional
"Termination Value or Fair Market Value provided in
Section 2, 11 or 19 hereof and such default shall con-
tinue for 5 business days;

(b) The Lessee shall make or permit any assignment
or transfer of this Lease, or of possession of the Equip-
ment or any portion thereof, not permitted by this Lease;

(c) Default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein,
other than the covenant to maintain insurance in
accordance with Section 11, and such default shall
continue for the earlier of (i) 30 days after written
notice from the Lessor to the Lessee, specifying the
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default and demanding the same to be remedied, or (ii) 30
days after an officer of the Lessee shall have had actual
knowledge of such default; provided, however, that the
provisions of this clause (ii) shall not be applicable if
the Lessee shall have complied with its obligations under
Section 14.5 hereof;

(d) Any representation or warranty made by the
Lessee herein or in the Participation Agreement or in any
statement or certificate furnished to the Lessor, the
Trustor, the Security Trustee or .the Note Purchaser pur-
suant to or in connection with this Lease or the
Participation Agreement is untrue in any material respect
as of the date of issuance or making thereof;

(e) The Lessee becomes insolvent or fails generally
to pay its debts as such debts become due, or causes an
order for relief to be entered against it, or acquiesces
in the entering of such an order against it, under appli-
cable federal or state bankruptcy law, or makes an
assignment for the benefit of creditors or applies for or
consents to the appointment of a custodian, trustee or
receiver for the Debtor or for the major part of its
property:;

(£) A custodian, trustee or receiver is appointed
for the Lessee or for the major part of its property and
is not discharged within 60 days after such appointment;

(g) Bankruptcy, reorganization, arrangement, insol-
vency or liquidation proceedings, or other proceedings
for relief under any bankruptcy law or similar law for
the relief of debtors, are instituted by or against the
Lessee and, if instituted against the Lessee, are con-
sented to or are not dismissed within 60 days after such
institution;

(h) The Lessee shall fail to maintain insurance in
accordance with Section 1ll; or

(i) Final judgment or judgments for the payment of
money aggregating in excess of $1,000,000 shall be
‘outstanding against the Lessee and any one of such
judgments has been outstanding for more than sixty (60)
days from the date of its entry and has not been dis-
charged in full or stayed.

14.2. Remedies. If any Event of Default has occurred
and is continuing, the Lessor at its option, may:

{a) Proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
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Lessee of the applicable covenants of this Lease or to
recover damages for the breach thereof, including reason-
able attorneys' fees; and/or

(b) By notice in writing to the Lessee, terminate
this Lease, whereupon all right of the Lessee to the use
of the Equipment shall absolutely cease and terminate as
though this Lease had never been made, but the Lessee
shall remain liable as hereinafter provided; and there-
upon, the Lessor may by its agents enter upon the pre-
mises of the Lessee or other premises where any of the
Equipment may be located and take possession of all or
any of the Items of Equipment and thenceforth hold,
possess and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use such Items
for any purpose whatever, but the Lessor shall neverthe-
less have a right to recover from the Lessee any and all
amounts which may have accrued to the date of such termi-
nation (computing the rental for any number of days less
than a full rental period by multiplying the rental for
such full rental period by a fraction of which the numer-
ator is such number of days and the denominator is the
total number of days in such full rental pericd) and also
to recover forthwith from the Lessee (i) as damages for
loss of the bargain and not as a penalty, whichever of
the fcllowing amounts the Lessor, in its sole discretion,
shall specify: (x) a sum with respect to each Item of
Equipment which represents the excess of the present
worth, at the time of such termination, of all rentals
for such Item which would otherwise have accrued here-
under from the date of such termination to the end of the
term of this Lease over the then present worth of the
then Fair Rental Value of such Item for such period com-
puted by discounting from the end of such term to the
date of such termination rentals which the Lessor reason-
ably estimates to be obtainable for the use of such Item
" during such period, such present worth to be computed in
each case on a basis of a 7% per annum discount, com-
pounded semiannual from the respective dates upon which
rentals would have been payable hereunder had this Lease
not been terminated, or (y) an amount equal to the excess
if any of the Casualty Value of such Item of Equipment as
of the rent payment date on or immediately preceding the
date of termination over the amount the Lessor reasonably
estimates to be the Fair Market Value thereof at such
time; provided, however, that in the event the Lessor
shall have sold any Item of Equipment, the Lessor, in
lieu of collecting any amounts payable to the Lessor by
the Lessee pursuant to the preceding clauses (x) and (y)
of this part (i) with respect thereto may, if it shall so
elect, demand that the Lessee pay the Lessor and the
L.essee shall pay to the Lessor, on the date of such sale,
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as liquidated damages for loss cof a bargain and not as a
penalty, an amount equal to the excess, if any, of the
Casualty Value of such Item of Equipment as of the rent
payment date on or immediately preceding the date of
termination over the net proceeds of such sale, and (ii)
any damages and expenses, other than for a failure to pay
Fixed Rental, in addition thereto, including reasonable
attorneys' fees, which the Lessor shall have sustained by
reason of the breach of any covenant or covenants of this
Lease.

For purposes of Section 14.2 above, the Fair Rental Value and Fair
Market Value for any Item of Equipment shall be based on the
actual condition of the Equipment and be determined in the manner
provided for appraisal arrangements specified below; provided that
any sale in a commercially reasonable manner of any Item of
Equipment prior to any such determination shall conclusively
establish the Fair Market Value of such Item and any rental in a
commercially reasonable manner of any Item of Equipment prior to
any such determination shall conclusively establish the Fair
Rental Value of such Item.

The Fair Rental Value or Fair Market Value, as the case
may be, of the Items of Equipment shall be based on the actual
condition of the Equipment and be determined on the basis of, and
shall be equal in amount to, the value which would obtain in an
arm's-length transaction between an informed and willing lessee or
buyer, as the case may be, (other than a lessee or buyer, as the
case may be, currently in possession) and an informed and willing
lessor or seller, as the case may be, under no compulsion to lease
or sell, as the case may be. If the Lessor and the Lessee are
unable to agree upon a determination of the Fair Rental Value or
the Fair Market Value of such Items of Equipment within 20 days
after receipt by Lessee of written notice setting forth the method
to be used to calculate damages pursuant to Section 14.2(b), such
value shall be determined in accordance with the foregoing
definition by a qualified, independent Appraiser. The term
"Appraiser” shall mean any independent, nationally recognized
appraiser chosen by the Lessor. The Appraiser shall be instructed
to make such determination within a period of